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SCOPE, SUMVARY, AND RECOMMENDATI ONS

SCOPE

A regul ar exani nation was conducted using the procedures established by the Board of
Governors of the Federal Reserve Systemto determ ne the bank's |evel of conpliance
with the consumer |aws and regul ations listed on the contents page. The examni nation
consi sted of a review of the bank's policies and procedures with respect to consuner
compliance, its forms, and a sanple of |oan and deposit transactions. A discussion of
the findings of this exanination was held with Senior Vice President Colleen W
Bunt i ng.

An assessnent was al so nade of the bank's record of performance in helping to neet the
credit needs of its entire community, including | ow and noderate-incone nei ghbor-
hoods, consistent with the safe and sound operation of the bank, as required by the
Communi ty Reinvestnent Act. The assessnent was based on statenents nmade by bank
managenent and staff, mnutes of the board of directors' neetings, various other bank
records, and a discussion with a representative from an econom c devel opnent

or gani zati on.

SUMVARY

The overall level of conpliance with consumer and civil rights laws and regulations is
consi dered good. This report discusses a violation of Regulation Z of the Board of
Governors of the Federal Reserve System This deficiency resulted frominaccurate

di scl osures for hone equity lines of credit. This violation was corrected by
managenent during the exanmination. A nonsubstantive and isolated violation is also
noted in the report and was di scussed with managenent.

Overall, the bank has a satisfactory record of neeting the requirenents of the
Communi ty Reinvestnent Act (CRA). An assessnment of the bank record of performance
in helping to neet the credit needs of its comunity and reconmendati ons concerni ng
its CRA program are discussed bel ow and on pages 3.

RECOVMENDATI ONS

Managenent is encouraged to maintain its effective conpliance program

Continuation of the banks efforts to incorporate the intent of CRA into its planning
and operations is encouraged.



at | anbnk. ca/l|f997

RATI NGS

A consuner conpliance rating of "1" is assigned. An institution in this category is
in a strong conpliance position.

A CRA rating of "Satisfactory" is assigned. An institution in this group has a
satisfactory record of helping to neet the credit needs of its entire assessnent area,
i ncludi ng | ow- and noder at e-i ncome nei ghborhoods, in a manner consistent with its
resources and capabilities.

The contents of this report are considered confidential and should not be disclosed.

Kecia B. Strangways
Exam ner, Federal Reserve Bank of

Ri chnond

By:

John N. Weiss, Assistant Vice President
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FI NDI NGS

I. Violations Subject to the Truth in Lending Policy Guide and/or the Policy
St atement of Enforcenent of the Equal Credit Opportunity and Fair Housing Acts

None not ed.

Il. Systemic Violations Resulting fromlncorrect Procedures

REGULATION Z - TRUTH I N LENDI NG

Twenty-one instal ment and six real estate |oan disclosures nade during the nonth
of August 1997 and five open-end disclosures were reviewed. Two disclosures
(6% contained errors. A deficiency was noted involving home equity |ines of
credit.

Hone Equity Line of Credit - Application Disclosure

226.5b(d) (5) (iii)

The bank offers a line of credit secured by a consuners dwel ling and provides
requi red disclosures detailing the
terns of the credit plan at the tine
of application. Included in these
di scl osures is a required exanpl e,
based on a $10, 000 bal ance and a
recent annual percentage rate, show ng
t he m ni mum peri odi ¢ paynent, the
bal | oon payment, and the tine it would
take to repay the balance if the
consurmer made only those payments and
obt ai ned no additional credit
ext ensi ons. The exanpl e di scl osed an
erroneous balloon payment due to a
m scal cul ati on involving the nunmber of
paynments. Managenment corrected the
di scl osures during the exam nati on.

Il1l. Nonsubstantive and |sol ated Violations

The number of occurrences of each violation appears in parentheses follow ng the
comment; full details of the infractions were provided to nanagenent.

Regul ation Z

226.18(c) (1) (iii) Item zation of amount financed did not reflect the
actual anmount financed provided in the
Trut h-in-Lendi ng disclosure (1)
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COMMUNI TY REI NVESTMENT ACT PERFORVMANCE EVALUATI ON

GENERAL | NFORMATI ON

The Community Rei nvestnent Act (CRA) requires each Federal financial supervisory
agency to use its authority when examining financial institutions subject to its
supervision, to assess the institutions record of neeting the credit needs of its
entire comunity, including | ow and noderate-inconme nei ghborhoods, consistent with
safe and sound operation of the institution. Upon conclusion of such examination, the
agency must prepare a witten evaluation of the institutiors record of neeting the
credit needs of its conmmunity.

Thi s docunent is an evaluation of the Comunity Reinvestment Act (CRA) performance of
Atl antic Bank, Ocean City, Maryl and, prepared by The Federal Reserve Bank of Ri chnond,
the institutiors supervisory agency, as of September 22, 1997. The agency eval uates
performance in the assessnent area as delineated by the institution, rather than

i ndi vi dual branches. This assessnent area evaluation may include the visits to sone,
but not necessarily all, of the institution's branches. The agency rates the CRA
performance of an institution consistent with the provisions set forth in Appendix A
of 12 CFR Part 228.

| NSTI TUTI ONS CRA RATING This institution is rated Satisfactory.

Atlantic Bank primarily serves its assessnment area through direct |ending and offers a
variety of credit products. A substantial majority of the bank | oans were extended
within the assessnent area, and the geographic distribution of |oans is considered
reasonable. Furthermore, the institutions lending to | ow and noderate-incone

i ndi vidual s and to businesses with gross annual revenues of less than $1 nillion neets
expected performance standards in relation to area denographics. Participation in
qual i fied conmunity devel opment investnments has been appropriate. Delivery systens
and branch | ocations are considered readily accessible, and participation in conmunity
devel opment services is considered reasonable
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The followi ng table indicates the performance |evel

of Atlantic Bank with respect to
the |l ending, investment, and service tests.

Atl anti c Bank

PERFORMANCE
LEVELS PERFORMANCE TESTS
LENDI NG TEST * | N\VESTMENT TEST SERVI CE TEST
Qut st andi ng
Hi gh Satisfactory X X
Low Satisfactory X

Needs to | nprove

Subst anti al
Nonconpl i ance

* The lending test is weighted nmore heavily than the investnent

and service tests
when arriving at an overall rating.

3-1
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DESCRI PTI ON OF | NSTI TUTI ON

Atl antic Bank operates five offices throughout Wcom co and Wrcester Counties,
Maryl and. The bankss main office is situated in Ocean City, within Whrcester County.
The institution is a subsidiary of First Virginia Banks, Inc., a nultibank hol ding

company located in Falls Church, Virginia. |In April 1997, a new branch was opened
within the Wal -Mart store in Poconoke City, Maryland; no offices have been cl osed
since the previous evaluation. As of June 30, 1997, the bank had $57 million in

assets, of which 64% were | oans. The loan portfolio as of this date was conprised of
71% real estate secured (including consunmer and business), 22% consunmer, and 7%
commercial /agricultural. The banks previous CRA rating was satisfactory.

CONCLUSI ONS W TH RESPECT TO PERFORMANCE TESTS:
LENDI NG TEST

The bank primarily serves its assessnent area through direct |lending and offers a
variety of credit products. During the six-quarter period ending June 1997, the
quarterly average | oan-to-deposit ratio for institutions headquartered in
nonmetropol i tan areas of Maryland and of simlar asset size to Atlantic Bank ranged
from76%to 79% The banks average | oan-to-deposit ratio for the previous six
quarters is 70% and is considered reasonable given the institutioms size, |ocation,
and financial capacity.

As identified in the CRA Public File, a full range of credit products is offered

i ncluding |l oans for small business, comrercial, consunmer, residential nortgage, hone

i mprovenment, residential construction, and agricultural purposes. Long term nortgages
and Governnent sponsored | oans are offered through First Virginia Mrtgage Conpany and
First General Mrtgage Conpany. The follow ng chart depicts the banis | ending
activity since January 1, 1996, by nunber, dollar ampbunt, and percentage for the types
of products listed. The table also includes affiliate lending activity within the
assessnment area.

Atl antic Bank Loan Originations 1-1-96 to 6-30-97
Tot al
Tot al Dol | ar
Nunber of Per cent age Ampount Per cent age of
Description Loans of Lendi ng (000s) Lendi ng
Smal | Busi ness/
Smal | Far nt 140 23% $7, 139 41%
Home Equity 25 4% $450 3%
Mot or Vehicl e 258 42% $3, 952 23%
O her Consuner
Secur ed 110 18% $1, 766 10%
O her Consuner
Unsecur ed 23 3% $80 <1%
Mor t gage 59 10% $3, 990 23%
Total s 615 100% $17, 377 100%

* Information about these loans is required to be collected by the institution
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Excl usive of nmortgage |oans, the majority of originations (679 was for consuner

pur poses. Business credit also represents a significant portion of the bani | ending
activity. A large portion of the dollar volune of |loans (41% was for business or
farm pur poses.

The institutiors volunme of |ending inside and outside its assessnment area from
January 1, 1996, to June 30, 1997, is represented by the foll owi ng table by nunber and
dol | ar anounts. Affiliate lending is not included in this analysis.

Comparison of Credit Extended Inside and Qutside the Assessnent Area

Smal |
Busi ness/ Far nt Consuner Mor t gage Tot al
I nside | Qutside I nside | Qutsid Inside | Qutsid Inside | Qutsid
e e e

Nunber of Loans 108 24 189 49 19 1 316 74
Per cent age of
Loans 82% 18% 79% 21% 95% 5% 81% 19%
Amount of Loans
(000's) $5, 447 $1, 745 $2, 656 $619 $586 $14 $8, 689 | $2,378
Per cent age of
Anmpunt 76% 24% 81% 19% 98% 2% 79% 21%

* Information about these loans is required to be collected by the institution.

As depicted above, a majority of the nunmber (81% and dollar amounts (79% of total
| oans have been provided to area residents. The percentage of | oans nade within the
assessnment area is considered responsive to community credit needs.

The geographic distribution of loans is discussed in detail later in this evaluation.
Whil e the percentage of lending to borrowers residing in | ow and noderate-income
areas is | ow when conpared to the population residing in such areas, the overal
penetration of lending is considered reasonable given |ocal econonic conditions and
the size and | ocation of the bank. The banks |ending to | ow and noderate-income

i ndi vidual s and busi nesses with revenues less than $1 nillion neets expected
performance standards in relation to area denographics. |In addition, the institution
has denonstrated a responsiveness to the credit needs of its market area through some
product flexibility.

The overall rating of the institution under the lending test is | ow satisfactory.

| N\VESTMENT TEST

The institution's | evel of responding to community devel opment needs through its

i nvestnent activities is rated high satisfactory and is consistent with its resources
and | ocal opportunities. A qualified investnment in a state-issued bond pronoting

af f ordabl e housi ng was noted, as were several qualified donations.

3-3
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SERVI CE TEST

The overall rating of the institution under the service test is high satisfactory.

Del ivery systenms, branch |ocations, and the hours of operation are considered readily
accessi bl e and convenient to all portions of the assessment area. The banis
participation in community devel opnment services is considered reasonable.

COVPLI ANCE W TH ANTI DI SCRI M NATI ON LAWS AND REGULATI ONS

No credit practices inconsistent with the substantive provisions of the fair housing
and fair lending |laws and regul ati ons were identified. Adequate policies, procedures,
and training progranms have been devel oped to support nondi scrimnation in |ending
activities.
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NONMETROPOLI TAN STATEW DE AREAS
(if sonme or all of the assessnent area within the nonmetropolitan
statewi de area were revi ewed using the exam nation procedures)

DESCRI PTI ON OF THE | NSTI TUTI ONS PERFORMANCE | N W COM CO' WORCESTER COUNTI ES ASSESSMENT
AREA:

DESCRI PTI ON OF ASSESSMENT AREA:

The bank=s assessnent area includes all of Wconico and Wrcester Counties, Maryl and.
According to 1990 census data, the assessment area has a popul ati on of 109, 367
residents. The two counties contain a total of 39 census tracts and BNAs of which
four are lowincome, five are noderate-income, 24 are niddle-inconme, and six are
upper-incone. The nmedi an housing value for the narket area is approximtely $73, 386
and is slightly lower than the nonnetropolitan Maryl and val ue of $82,261. The owner-
occupancy rate for the market is 39% as conpared to the nonnetropolitan state rate of
52% The 1997 nedian famly income for nonnetropolitan areas of Maryland is $43, 100.

The follow ng table provides denographics for the assessnent area by the incone |eve
of famlies and the percentage of the population residing in census tracts or BNAs of
varying inconme |evels.

Low- Moderate- | M ddl e- Upper -

I ncone I ncone I ncone I ncone Tot al
Per cent age of Area Fanilies by
I ncomre Level 20% 18% 24% 38% 100%
Per cent age of Popul ation
Residing in Census Tracts by
I nconme Level of Tract 2% 15% 69% 14% 100%

W com co and Worcester Counties are |ocated on Maryl anes | ower
counties are predom nantly rural

significant inpact on the economy of Wrcester County.
consi dered the largest industry in the area.
assessnment area popul ation resides in Wconico County where enpl oynent opportunities
i nclude poultry processing, manufacturing,
unenpl oynent rates for Wconico and Worcester
and are conparable to the statewi de jobless rate of 4.3%

respectively,

A community contact was made with a representative froma |oca
organi zation during the exam nation to further assi st
The contact indicated that

per f or mance.
needs of the market area.

however,

| ocal

and retail

trade.

eastern shore. The

As of August
Counties were 4. 7% and 3. 5%

econom c devel opnent

the Atlantic resort of Ocean City has a
Accordi ngly,
Si xty-ei ght percent of the year-round

tourismis

1997,

in evaluating the banis CRA

banks are adequately meeting the credit
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CONCLUSI ONS W TH RESPECT TO PERFORMANCE TESTS | N W COM CO' WORCESTER COUNTI ES
ASSESSMENT AREA:

LENDI NG TEST

Geographic Distribution of Loans

The geographic distribution of loans is reflected in the following tables. The tables
represent the institutiors I ending within the assessnent area according to the incone
| evel of the tract or BNA. Affiliate lending within the assessnent area is al so
represented in the tables.

Distribution of Small Business/Farm Loans* by Incone Level of Census Tract or BNA

Low- Moder at e- M ddl e- Upper -

I ncone | ncone | ncone | ncone Tot al
Total Nunber of
Loans 1 6 92 17 116
Per cent age of
Total Loans 1% 5% 79% 15% 100%
Total Ampunt of
Loans (000's) $12 $276 $4, 236 $1, 066 $5, 590
Per cent age of
Total Loans < 1% 5% 76% 19% 100%

*

I nformati on about these loans is required to be collected by the institution.

No small farm | oans have been originated within the instituti ors assessnment area
since the previous eval uation.

Di stribution of Consuner Loans by Income Level of Census Tract or BNA

Low- Moder at e- M ddl e- Upper -

I ncone | ncone | ncone | ncone Tot al
Total Nunber of
Loans 2 27 305 50 384
Per cent age of
Total Loans 1% 7% 79% 13% 100%
Total Ampunt of
Loans (000's) $39 $354 $4, 650 $746 $5, 789
Per cent age of
Total Loans 1% 6% 80% 13% 100%
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Distribution of Mirtgage Loans by Income Level of Census Tract or BNA
Low- Moder at e- M ddl e- Upper -
I ncone I ncone I ncone I ncone Tot al

Total Number of
Loans 0 2 45 11 58
Per cent age of
Total Loans 0% 3% 78% 19% 100%
Total Anount of
Loans (000's) $0 $147 $3, 213 $617 $3, 977
Per cent age of
Total Loans 0% 4% 81% 15% 100%

Seven percent (38/558) of the total

extended in | ow and noderate-incone census tracts or

areas (179 .

Due to the seasonal
housing units in the assessnent
units (89% is located within niddle-

nature of the area,
is relatively low (39%,

factors may contribute to the | ow percentage of real
noder at e-i ncone ar eas.

Since the previous eval uation,
income BNA. As a result,

BNAs.

This | evel

| oans originated within the assessnent area were
of lending is

| ow when conpared to percentage of the population residing in |ow and noderate-incone
t he percentage of owner-occupied
and the majority of these

and upper-incone census tracts or

BNAs.

t he bank has opened a branch office in a noderate-
| ending activity within | ow- and noderate-income areas

These
estate lending within [ ow and

increased during the first half of 1997 with approximtely 10% of the institutios

| endi ng extended to businesses or consunmers residing within | ow and noderate-inconme
areas. G ven these factors, along with the size and location of the institution, the
bank=s overall |oan distribution appears reasonabl e.

Borrower's Profile

The followi ng charts reflect the distribution of consunmer, affiliate nortgage, and
busi ness/farm | oans extended within the assessnent area by inconme |evel of the
borrower or to businesses of different sizes from January 1, 1996, through June 30,
1997. Borrower income was not provided for the banks nortgage | oans; therefore, only
affiliate nortgage | oans are included in the anal ysis.

Di stribution of Consuner Loans by Incone Level of Borrower

Low- Moder at e- M ddl e- Upper -
I ncone I ncone | ncone | ncone Tot al

Total Nunber of

Loans 75 67 97 134 373
Per cent age of
Total Loans 20% 18% 26% 36% 100%
Total Ampunt of
Loans (000's) $1, 018 $800 $1, 290 $2,570 $5,678
Per cent age of
Tot al Anmpunt 18% 14% 23% 45% 100%
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Distribution of Mirtgage Loans by Inconme Level of Borrower*

Low- Moder at e- M ddl e- Upper -
I ncone I ncone I ncone I ncone Tot al
Total Number of
Loans 2 7 5 24 38
Percent age of Tota
Loans 5% 19% 13% 63% 100%
Total Anopunt of
Loans (000's) $112 $378 $453 $2, 397 $3, 340
Percent age of Tota
Anount 3% 11% 14% 2% 100%
As illustrated above, the percentage of consumer |oans (38% to | ow and noderate-

i ncone borrowers matches the percentage of such families (38% residing within the
assessnment area. The percentage of nortgage |lending to | ow and noderate-income
borrowers (24% is |less than the denographic proportion of such famlies. As
previously mentioned, the majority of honmes in the assessment area are not owner-
occupi ed. Due to the seasonal nature of the assessment area, npst nortgage |oans are
extended to higher-income borrowers for the purchase of second homes or investnent
properties.

Atl antic Bank is an approved FHA Title | Home |Inprovenent |ender. This program has

| ess stringent underwiting criteria than traditional financing and requires little or
no equity in the property being i nproved. No |oans have been extended under this
program si nce the previous eval uati on.

In addition, the bank participates with the Salisbury Nei ghborhood Housi ng Service
(SNHS), a nonprofit organization that works with |ocal banks to provide bel ow market -
rate loans to qualified borrowers. SNHS has targeted three areas in the City of
Salisbury for revitalization and offers |low interest |oans and reduced cl osing costs
to individuals who purchase a hone in one of the these areas. Local banks provide

di rect funding, and SNHS guarantees a portion of the funds. SNHS al so provi des hone
buyers' training classes, post purchase seninars, and | eadership training. Since the
previous evaluation, two | oans have been extended under the programfor a total of
$145, 000.

Distribution of Lending by Loan Anpunt and Size of Business or Farm

>$100, 000 -
$0 -%$100, 000 $250, 000 >$250, 000 Tot al

Tot al

Revenues < $1

MI11lion 71 69% 6 6% 0 0% 77 75%
Tot al

Revenues > $1

MI11lion 18 17% 7 7% 1 1% 26 25%
Tot al 89 86% 13 13% 1 1% 103 100%

* Information about these loans is required to be collected by the institution.



at | anbnk. ca/l|f997



at | anbnk. ca/l|f997

As depicted in the table, 75% (77/103) of the snmall business (loans< $1 nillion)

| oans in the assessnent area were provided to businesses with gross annual revenues of
less than $1 nmillion. Furthernmore, 69% of the 103 snall business |oans were to
borrowers with revenues not exceeding $1 nillion and for an anpunt of $100, 000 or

| ess. As previously nentioned, no small farm | oans have been extended within the
institutions assessment area since the previous evaluation. This level of |ending
demonstrates the banks willingness to neet the credit needs of |ocal small

busi nesses.

The bank continues to offer Small Business Adninistration (SBA) |oans to qualifying
enterprises. Since the previous evaluation, five SBA | oans totaling $457, 000 have
been extended to | ocal businesses. |In addition, the bank offers flexible paynent
prograns for its business custoners. Because of the extreme seasonality of the area,
the majority of |ocal businesses derive nearly all operating income during the sumer
nonths. Atlantic Bank offers a paynment structure that allows such businesses to pay
only interest during the off season and meke principal paynents during the peak summer
nont hs.

G ven the product lines offered by the institution and its affiliates, the distri-
bution to borrowers of different incomes and to businesses of different sizes is
consi dered favorabl e and denonstrates the banks willingness to meet the credit needs

of all segnents of its comunity.

Communi ty Devel opnent Loans

To the extent the bank has originated any comunity devel opnent | oans, such financing
has been reported as small business | oans.

| NVESTMENT TEST

The bank has invested $20,000 in Maryl and State Housi ng Bonds, which are the primary
source of funding for the Maryl and Departnment of Housing and Comrunity Devel opnent.
The organi zation was established to provide affordable housing to | owincone fanilies
of Maryl and.

In addition, Atlantic Bank has donated funds to SNHS as part of a five-year pledge to
hel p defray adm nistrative costs of the organization. The bank has al so provided

ot her donations totaling $1,933 to various comunity service organi zations. The
institutions |level of qualified investnments is considered reasonabl e.

SERVI CE TEST

Accessibility of Delivery Systens

Delivery systenms are accessible to all portions of the assessnment area. Four of the
five branches are equi pped with Automated Tell er Machi nes (ATMs) which provide | ocal
residents with 24-hour nationw de network access. Tel ephone and mail banking services
are al so avail abl e and provi de custonmers with 24-hour accessibility.
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Branch Locations and Hours of Operation

The branch | ocations and business hours are considered conveni ent and neet the needs
of the assessnment area. Hours of operation include Saturday |obby hours at one branch
and, on a seasonal basis, at two other branches. Also, the four offices equipped with
drive-through wi ndows provide Saturday drive-through hours. While no branches have
been cl osed since the previous evaluation, a branch closing policy has been adopted as
required by the Federal Deposit |Insurance Corporation |Inprovenent Act of 1991. As
previously mentioned, one office has been opened since the previous evaluation. The
new office is open on Sundays until 6:00 p.m and Monday through Friday until 8:00
p.m providing the I ocal conmunity with accessibl e banking services.

Communi ty Devel opnent Services

The institution is involved with a variety of comunity devel opment services.

Atl antic Bank participates in the Maryland Interest on Lawers Trust Accounts (1 OLTA)
program whi ch assists in funding | egal services for the poor and di sadvantaged. The
bank also offers free checking to senior citizens and col |l ege students.

The bank participates in the Worcester County Bankers G oup, an association of seven
area banks comitted to identifying unmet credit needs for |ow and noderate-incone
residents of Worcester County. The group has proposed a housing rehabilitation | oan
program which will assist borrowers of certain income criteria to obtain bel ow market -
rate loans for the purposes of hone inprovenent.

A vice president of the bank serves on the SNHS comrittee and conducts home buyer
training classes using bank prenmises as the classroomlocation. A member of bank
managenent serves on the board of Northern Wrcester County Habitat for Humanity. The
institutions provision of conmunity devel opment services is considered reasonable.
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CONFI DENTI AL

COMMUNI TY REI NVESTMENT ACT

RATI NG Satisfactory
ASSESSMENT

The bank=s overall record of helping to neet the credit needs of its community is
consi dered satisfactory. Managenent appears inforned of the recent changes to
Regul ati on BB and has appropriately inplemented required data collection processes.
The board of directors and bank officers are encouraged to continue their efforts to
i ncorporate the intent of CRA into planning and operations.

OUTSI DE_CONTACTS

M. Brian W Davis, First Vice President of the Downtown Association, was contacted
during the exanmi nation to discuss the |local econony and conmunity credit needs. The
Downt own Association is a local nonprofit organization. The purpose of the

organi zation is to revitalize and rehabilitate the downtown busi ness area of Ocean
City, Maryl and.

M. Davis stated that the |local econony is relatively stable and inproving mainly
because nore part-time sunmer business nmerchants are nmeking Ocean City their permanent
residence. The citys primary source of revenue, however, is still obtained by
tourismduring the sumer nonths. Although econonic conditions are strengthening,

| ocal real estate values have flattened recently after trenendous growth in the 1970's
and 1980's. M. Davis attributed the stagnant real estate market to the 1986 Tax

Ref orm Act which greatly inpacted real estate investnent. More stringent zoning

requi rements recently inplenented have al so negatively affected real estate val ues.

M. Davis indicated that the future goal of the association is to establish Ocean City
as a year-round resort area. Currently, there are about 8,000 full-time residents of
the city; however, during the peak summer season, Ccean City popul ation escalates to
as high as 325,000 people. Local businesses and econonmic conmunity | eaders are
currently discussing the possibility of building an aquarium and an | MAX novi e theater
in the dowmmtown area. He enphasized that these two attractions would greatly enhance
the city=s imge as a year-round resort area and possibly attract a nore affl uent
clientele. He cited the success of the aquarium and theater in facilitating the City
of Baltinores revitalization of its Inner Harbor area.

The contact stated that | ocal banks have been adequately neeting the credit needs of
the cormmunity. He added that the downtown area woul d benefit froma pool of |ow
interest funds for the purpose of rehabilitating |local nmptels, condom niuns and

busi nesses. Local banks are currently providing rehabilitation and inprovenent | oans,
but on an individual basis and at market interest rates.

M. Davis was not aware of any discrimnatory practices by |ocal financia
institutions.
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CONFI DENTI AL

Compliance Rating 1

The overall level of conpliance with consumer and civil rights laws and regulations is

consi dered good. This report discusses a violation of Regulation Z of the Board of
Governors of the Federal Reserve System This deficiency resulted frominaccurate
di scl osures for hone equity lines of credit. This violation was corrected by
managenent during the exami nation. A nonsubstantive and isolated violation is noted
in the report and was discussed with managenent.

Compliance Oficer Donna M Savko continues to be responsible for the banis day-to-
day conpliance program She is assisted in her efforts by President and Chief
Executive O ficer John P. Charrier, Jr., and Senior Vice President Bunting. Bank
officers regularly attend and conduct training sessions on consuner |aws and

regul ations. Corporate conpliance issues, as well as audit and |l egal functions, are
addressed by the banks parent hol di ng conpany, First Virginia Banks, Inc. Based on
managenent:s positive attitude toward conpliance along with support fromthe hol ding
company, prospects for future conpliance appear favorable.

Kecia B. Strangways
Exam ner, Federal Reserve Bank of

Ri chnond

Exami ners participating in examn nation:

T. G Eldreth
D. H Evans

D. T. Hart

R. S. Reagan

. L. Revit

S. Z. Robinson
R T. WIlians

Nunmber of offices: 5

The error frequency rate for Truth in Lending disclosures reviewed is 13%
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FEDERAL RESERVE SYSTEM
COMMUNI TY CONTACT FORM

The purpose of this Formis to provide a consistent nmeans by which financial
institutions' regulatory agencies can report information obtained through interviews
with community contacts regarding | ocal econonmic conditions, the types of credit
required by communities to grow and prosper, whether those types of credit are
furnished by local financial institutions and whether credit is provided to

i ndi vi dual s whose incomes range fromlow to noderate. The Formwi |l provide a means
with which to assist supervisory agencies in assessing the performance of a financia
institution in helping to neet the credit needs of its community. The individua
conducting the interview should informthe interviewee that this information will be
shared with other regul atory agencies. The agencies having supervisory authority over
St ate menber banks, nonmenber banks, national banks, or savings associations shal

compl ete the Community Contact Form whenever such an interview is conducted. Agencies
shoul d use care in filling out the Form and should insure that it is as conplete as
practicabl e under the circunstances. The conpleted Form should then be distributed to
t he designated individual at the regional or district office of each agency having
exam nation authority over the area in which the interview was conduct ed.

1. District/Regional Ofice: Richnond
Regul atory Agency: Federal Reserve Bank

2. Institution Exam ned: Atlantic Bank
Ocean City, Maryl and

3. Dat e of contact: Oct ober 1, 1997

4. Organi zation contacted: Downtown Association
Tel ephone: (410) 289-2629 Address: 1101 Phil adel phia Avenue
Ocean City, Maryland 21842
5. Type of organization contacted: Econom c Devel opnent Organization
6. First contact X Repeat cont act
7. Personal contact X Phone cont act
8. Nanme and title of primary person contacted: M. Brian W Davis,

First Vice President

Nanes and titles of other persons contacted: NA
Hi story of contact's involvenent in community reinvestnent, if applicable:
M . Davis has been with Downtown Association for several years and has al so
served as president of the organization. He is a Realtor and year-round
resident of Ocean City. M. Davis also owns several rental properties.

9. Describe information-gathering efforts made and conmuni cati on channel s
establ i shed by the organization fromwhich it derives information on

community credit needs.

The Downt own Associ ation nmenbers maintain routine contact with various
| ocal public officials, comunity organizations, and real estate owners.
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10.

11.

12.

13.

14.

Duration of interview One hour
(Specify length of tinme in hourly increments.)

Political or geographic boundaries of area served by the organization.
(I ndi cate whether the organi zation serves a city, county, or Statew de
area, or if rurally located, the geographic definition of that area).

The organi zation serves Ccean City, Maryl and.

Description of the organization's purposes and functions and, if possible,
its sources of funding. (Attach any literature, if available.)

The Downtown Association is a |ocal nonprofit organization consisting of a
coll ective group of |ocal business nerchants, property owners, and
residents. The objectives of the association are the rehabilitation and
conservation of the downtown area of Ocean City. The Downtown Association
operates a visitors center during summer nonths, organizes and pronotes
various civic events, and arranges housing for tenporary sumrer residents.

Menbers al so consult with the nunerous nmerchants and hotel operators to
obtai n feedback and devise ideas for making Ocean City a year-round resort
area. Funding sources include nenbership dues and revenues raised fromthe
pronotion and operation of events during the tourist season

Person in charge of exanmi nation: Kia B. Strangways
Interviewer: Kia B. Strangways
Summary of interview

M. Brian W Davis, First Vice President of the Downtown Association, was
contacted during the exam nation to discuss the |ocal econony and conmunity
credit needs.

The contact indicated that the |ocal econony is relatively stable and

i mproving mainly because nore part-time sunmer business nerchants are
maki ng Ocean City their pernmanent residence. The citys primary source of
revenue, however, is still obtained by tourismduring the sumer nonths.

Al t hough economic conditions are strengthening, |ocal real estate val ues
have flattened recently after trenendous growh in the 1970's and 1980's.
M. Davis attributed the stagnant real estate market to the 1986 Tax Reform
Act which greatly inpacted real estate investnment. Mbre stringent zoning
requi rements recently inplenented have al so negatively affected real estate
val ues.

M. Davis indicated that the future goal of the association is to establish
Ocean City as a year-round resort area. Currently, there are about 8, 000
full-tine residents of the city; however, during the peak sumrer season,
Ocean Cityss popul ation escal ates to as high as 325,000 people. Loca

busi nesses and economi ¢ community | eaders are currently discussing the
possibility of building an aquarium and an | MAX novie theater in the

downt own area. He enphasized that these two attractions would greatly
enhance the cityss inmage as a year-round resort area and possibly attract a
nore affluent clientele. He cited the success of the aquarium and theater
in facilitating the City of Baltinores revitalization of its Inner Harbor
ar ea.
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The contact stated that |ocal banks have been adequately nmeeting the credit
needs of the community. He added that the downtown area would benefit from
a pool of low interest funds for the purpose of rehabilitating |ocal

not el s, condom ni ums and busi nesses. Local banks are currently providing

rehabilitation and i nmprovenent |oans, but on an individual basis and at
mar ket interest rates.

M. Davis was not aware of any discrimnatory practices by |ocal financia
institutions.



GENERAL | NFORMATI ON

The Community Rei nvestnent Act (CRA) requires each Federal financial supervisory
agency to use its authority when examining financial institutions subject to its
supervision, to assess the institutions record of neeting the credit needs of its
entire comunity, including | ow and noderate-inconme nei ghborhoods, consistent with
safe and sound operation of the institution. Upon conclusion of such examination, the
agency must prepare a witten evaluation of the institutior record of neeting the
credit needs of its conmunity.

This docunent is an evaluation of the Comunity Reinvestment Act (CRA) performance of
Atl antic Bank, Ocean City, Maryland, prepared by The Federal Reserve Bank of Ri chnond,
the institutiors supervisory agency, as of September 22, 1997. The agency eval uates
performance in the assessnent area as delineated by the institution, rather than

i ndi vi dual branches. This assessnent area evaluation may include the visits to sone,
but not necessarily all, of the institution's branches. The agency rates the CRA
performance of an institution consistent with the provisions set forth in Appendix A
of 12 CFR Part 228.

| NSTI TUTI ONS CRA RATING This institution is rated Satisfactory.

Atlantic Bank primarily serves its assessnment area through direct |ending and offers a
variety of credit products. A substantial majority of the bank |oans were extended
within the assessnent area, and the geographic distribution of |oans is considered
reasonable. Furthermore, the institutions lending to | ow and noderate-incone

i ndi vidual s and to businesses with gross annual revenues of less than $1 nillion neets
expected performance standards in relation to area denographics. Participation in
qual i fied conmunity devel opment investnments has been appropriate. Delivery systens
and branch | ocations are considered readily accessible, and participation in conmunity
devel opment services is considered reasonable



The followi ng table indicates the performance |evel

of Atlantic Bank with respect to
the |l ending, investment, and service tests.

Atl anti c Bank

PERFORMANCE
LEVELS PERFORMANCE TESTS
LENDI NG TEST * | N\VESTMENT TEST SERVI CE TEST
Qut st andi ng
Hi gh Satisfactory X X
Low Satisfactory X

Needs to | nprove

Subst anti al
Nonconpl i ance

* The lending test is weighted nmore heavily than the investnent

and service tests
when arriving at an overall rating.



DESCRI PTI ON OF | NSTI TUTI ON

Atl antic Bank operates five offices throughout Wcom co and Worcester Counties,
Maryl and. The banks main office is situated in Ocean City, within Whrcester County.
The institution is a subsidiary of First Virginia Banks, Inc., a nultibank hol ding

company located in Falls Church, Virginia. |In April 1997, a new branch was opened
within the Wal -Mart store in Poconmoke City, Mryland; no offices have been cl osed
since the previous evaluation. As of June 30, 1997, the bank had $57 million in

assets, of which 64% were | oans. The loan portfolio as of this date was conprised of
71% real estate secured (including consumer and business), 22% consunmer, and 7%
commercial /agricultural. The banks previous CRA rating was satisfactory.

CONCLUSI ONS W TH RESPECT TO PERFORMANCE TESTS:
LENDI NG TEST

The bank primarily serves its assessnent area through direct |Iending and offers a
variety of credit products. During the six-quarter period ending June 1997, the
quarterly average | oan-to-deposit ratio for institutions headquartered in
nonnmetropol i tan areas of Maryland and of simlar asset size to Atlantic Bank ranged
from76%to 79% The banks average | oan-to-deposit ratio for the previous six
quarters is 70% and is considered reasonable given the institutioms size, |ocation,
and financial capacity.

As identified in the CRA Public File, a full range of credit products is offered

i ncluding | oans for small business, comrercial, consunmer, residential nortgage, hone

i mprovenent, residential construction, and agricultural purposes. Long term nortgages
and Governnent sponsored | oans are offered through First Virginia Mrtgage Conpany and
First General Mdrtgage Conpany. The follow ng chart depicts the banis | ending
activity since January 1, 1996, by nunber, dollar ampbunt, and percentage for the types
of products listed. The table also includes affiliate lending activity within the
assessnment area.

Atl antic Bank Loan Originations 1-1-96 to 6-30-97
Tot al
Tot al Dol | ar
Nunber of Per cent age Ampunt Per cent age of
Description Loans of Lendi ng (000s) Lendi ng
Smal | Busi ness/
Smal | Far nt 140 23% $7, 139 41%
Home Equity 25 4% $450 3%
Mot or Vehicl e 258 42% $3, 952 23%
Ot her Consuner
Secur ed 110 18% $1, 766 10%
Ot her Consuner
Unsecur ed 23 3% $80 <1%
Mor t gage 59 10% $3, 990 23%
Total s 615 100% $17, 377 100%

* Information about these loans is required to be collected by the institution



Excl usi ve of nmortgage |oans, the majority of originations (679 was for consuner

pur poses. Business credit also represents a significant portion of the bani | ending
activity. A large portion of the dollar volune of |loans (41% was for business or
farm pur poses.

The institutiors vol ume of
January 1, 1996,
dol | ar anpunts.

I ending inside and outside its assessnent area from
to June 30, 1997, is represented by the foll owing table by nunber and
Affiliate lending is not included in this analysis.

Comparison of Credit Extended Inside and Qutside the Assessnent Area

Smal |
Busi ness/ Far nt Consuner Mor t gage Tot al
I nside | Qutside I nside | Qutsid Inside | Qutsid Inside | Qutsid
e e e

Nunber of Loans 108 24 189 49 19 1 316 74
Per cent age of
Loans 82% 18% 79% 21% 95% 5% 81% 19%
Ampunt of Loans
(000's) $5, 447 $1, 745 $2, 656 $619 $586 $14 $8, 689 | $2,378
Per cent age of
Anmpunt 76% 24% 81% 19% 98% 2% 79% 21%

* Information about these loans is required to be collected by the institution.

As depicted above,

assessnent

The geographic distribution of

Whil e the percentage of
areas is | ow when conpared to the population residing in such areas,
I ending is considered reasonable given |oca

penetration of

the size and | ocation of the bank.

performance standards in relation to area denopgraphics.
has denonstrated a responsiveness to the credit

product fl exi bi

The overal l

| NVESTMENT TEST

lity.

The institution's |evel

i nvest ment
and | oca

opportunities.
af f ordabl e housi ng was not ed,

a mpjority of the nunber
| oans have been provided to area residents.
area is considered responsive to conmunity credit needs.

The percent age of

|l oans is discussed in detai
I ending to borrowers residing in | ow and noderate-income
t he overall
econom ¢ conditions and

| at er

(81% and dollar anmpbunts (79% of total

| oans nade within the

in this eval uation.

The banks | ending to | ow- and noderate-incone
i ndi vidual s and busi nesses with revenues less than $1 nillion nmeets expected

needs of

rating of the institution under the |ending test

In addition,
its market

the insti

tution

area through sone

is low satisfactory.

responding to community devel opnent needs through its

A qualified investnment
as were severa
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activities is rated high satisfactory and is consistent with its resources
in a state-issued bond pronoting
qual i fi ed donati ons.




SERVI CE TEST

The overall rating of the institution under the service test is high satisfactory.

Del ivery systenms, branch |ocations, and the hours of operation are considered readily
accessi bl e and convenient to all portions of the assessment area. The banis
participation in community devel opnment services is considered reasonable.

COVPLI ANCE W TH ANTI DI SCRI M NATI ON LAWS AND REGULATI ONS

No credit practices inconsistent with the substantive provisions of the fair housing
and fair lending |laws and regul ations were identified. Adequate policies, procedures,
and training progranms have been devel oped to support nondi scrimnation in |ending
activities.



NONMETROPOLI TAN STATEW DE AREAS
(if sonme or all of the assessnent area within the nonnmetropolitan
statewi de area were revi ewed using the exam nation procedures)

DESCRI PTI ON OF THE | NSTI TUTI ONS PERFORMANCE | N W COM CO' WORCESTER COUNTI ES ASSESSMENT
AREA:

DESCRI PTI ON OF ASSESSMENT AREA:

The bank=s assessnent area includes all of Wconico and Wrcester Counties, Maryl and.
According to 1990 census data, the assessment area has a popul ati on of 109, 367
residents. The two counties contain a total of 39 census tracts and BNAs of which
four are lowincome, five are noderate-income, 24 are niddle-income, and six are
upper-incone. The nedian housing value for the narket area is approximtely $73, 386
and is slightly lower than the nonnetropolitan Maryl and val ue of $82,261. The owner-
occupancy rate for the market is 39% as conpared to the nonnetropolitan state rate of
52% The 1997 nedian famly income for nonnetropolitan areas of Maryland is $43, 100.

The followi ng table provides denpographics for the assessment area by the income |evel
of famlies and the percentage of the population residing in census tracts or BNAs of
varying inconme |evels.

Low- Moderate- | M ddl e- Upper -
I ncone I ncone I ncone I ncone Tot al
Per cent age of Area Fanilies by
I ncome Level 20% 18% 24% 38% 100%
Per cent age of Popul ation
Residing in Census Tracts by
I nconme Level of Tract 2% 15% 69% 14% 100%

W com co and Wbrcester Counties are |ocated on Maryl anes | ower eastern shore. The
counties are predom nantly rural; however, the Atlantic resort of Ocean City has a
significant inpact on the economy of Wrcester County. Accordingly, tourismis
consi dered the largest industry in the area. Sixty-eight percent of the year-round
assessnment area popul ation resides in Wconico County where enpl oynent opportunities
i nclude poultry processing, manufacturing, and retail trade. As of August 1997,
unenpl oynent rates for Wconico and Wrcester Counties were 4.7% and 3. 5%
respectively, and are conparable to the statew de jobless rate of 4.3%

A community contact was made with a representative froma |ocal econom c devel opnent
organi zation during the exam nation to further assist in evaluating the banis CRA
performance. The contact indicated that |ocal banks are adequately meeting the credit
needs of the market area.



CONCLUSI ONS W TH RESPECT TO PERFORMANCE TESTS I N W COM CO' WORCESTER COUNTI ES

ASSESSMENT AREA:

LENDI NG TEST

Geographic Distribution of Loans

The geographic distribution of
represent the institutiorns | ending within the assessment
| evel of the tract

or BNA.

represented in the tables.

Di stribution of Snmmll

loans is reflected in the follow ng tables.

Busi ness/ Farm Loans* by Incone Level

Affiliate lending within the assessnent

The tabl es
area according to the income
area is also

of Census Tract or

Low- Moder at e- M ddl e- Upper -

| ncone I ncone I ncone | ncone Tot al
Total Nunber of
Loans 1 6 92 17 116
Per cent age of
Total Loans 1% 5% 79% 15% 100%
Total Ampunt of
Loans (000's) $12 $276 $4, 236 $1, 066 $5, 590
Per cent age of
Total Loans < 1% 5% 76% 19% 100%

*

I nformati on about these loans is required to be collected by the institution.

No small farm | oans have been originated within the instituti ors assessnment area
since the previous eval uation.
Di stribution of Consuner Loans by Income Level of Census Tract or BNA
Low- Moder at e- M ddl e- Upper -

I ncone I ncone I ncone I ncone Tot al
Total Number of
Loans 2 27 305 50 384
Per cent age of
Total Loans 1% 7% 79% 13% 100%
Total Anpunt of
Loans (000's) $39 $354 $4, 650 $746 $5, 789
Per cent age of
Total Loans 1% 6% 80% 13% 100%




Distribution of Mirtgage Loans by Income Level of Census Tract or BNA

Low- Moder at e- M ddl e- Upper -

| ncone | ncone | ncone | ncone Tot al
Total Nunber of
Loans 0 2 45 11 58
Per cent age of
Total Loans 0% 3% 78% 19% 100%
Total Ampunt of
Loans (000's) $0 $147 $3, 213 $617 $3, 977
Per cent age of
Total Loans 0% 4% 81% 15% 100%

Seven percent (38/558) of the total |oans originated within the assessnent area were
extended in | ow and noderate-inconme census tracts or BNAs. This level of lending is
| ow when conpared to percentage of the population residing in |ow and noderate-incone
areas (17% . Due to the seasonal nature of the area, the percentage of owner-occupied
housing units in the assessnent is relatively low (39%, and the majority of these
units (89% is located within middle- and upper-incone census tracts or BNAs. These
factors may contribute to the | ow percentage of real estate lending within | ow and
noder at e-i ncone ar eas.

Since the previous evaluation, the bank has opened a branch office in a noderate-
incone BNA. As a result, lending activity within | ow and noderate-inconme areas
increased during the first half of 1997 with approximtely 10% of the institutios

| endi ng extended to businesses or consunmers residing within | ow and noderate-incone
areas. G ven these factors, along with the size and location of the institution, the
bank=s overall |oan distribution appears reasonabl e.

Borrower's Profile

The followi ng charts reflect the distribution of consunmer, affiliate nortgage, and
busi ness/farm | oans extended within the assessnent area by inconme |evel of the
borrower or to businesses of different sizes from January 1, 1996, through June 30,
1997. Borrower income was not provided for the banks nortgage | oans; therefore, only
affiliate nortgage | oans are included in the anal ysis.

Di stribution of Consuner Loans by Incone Level of Borrower

Low- Moder at e- M ddl e- Upper -
I ncone I ncone | ncone | ncone Tot al

Total Nunber of

Loans 75 67 97 134 373
Per cent age of
Total Loans 20% 18% 26% 36% 100%
Total Ampunt of
Loans (000's) $1, 018 $800 $1, 290 $2,570 $5,678
Per cent age of
Tot al Anmpunt 18% 14% 23% 45% 100%




Distribution of Mirtgage Loans by Inconme Level of Borrower*

Low- Moder at e- M ddl e- Upper -
I ncone I ncone I ncone I ncone Tot al
Total Number of
Loans 2 7 5 24 38
Percent age of Tota
Loans 5% 19% 13% 63% 100%
Total Anpunt of
Loans (000's) $112 $378 $453 $2, 397 $3, 340
Percent age of Tota
Anount 3% 11% 14% 2% 100%
As illustrated above, the percentage of consumer |oans (38% to | ow and noderate-

i ncone borrowers matches the percentage of such families (38% residing within the
assessnment area. The percentage of nortgage |lending to | ow and noderate-income
borrowers (24% is less than the denographic proportion of such famlies. As
previously mentioned, the majority of honmes in the assessment area are not owner-
occupi ed. Due to the seasonal nature of the assessment area, npst nortgage |oans are
ext ended to higher-income borrowers for the purchase of second homes or investnent
properties.

Atl antic Bank is an approved FHA Title | Home |Inprovenent |ender. This program has

| ess stringent underwiting criteria than traditional financing and requires little or
no equity in the property being inproved. No |oans have been extended under this
program si nce the previous eval uati on.

In addition, the bank participates with the Salisbury Nei ghborhood Housi ng Service
(SNHS), a nonprofit organization that works with | ocal banks to provide bel ow market -
rate loans to qualified borrowers. SNHS has targeted three areas in the City of
Salisbury for revitalization and offers |low interest |oans and reduced cl osing costs
to individuals who purchase a hone in one of the these areas. Local banks provide

di rect funding, and SNHS guarantees a portion of the funds. SNHS al so provi des hone
buyers' training classes, post purchase seninars, and | eadership training. Since the
previous evaluation, two | oans have been extended under the programfor a total of
$145, 000.

Distribution of Lending by Loan Ampbunt and Size of Business or Farin

>$100, 000 -
$0 -%$100, 000 $250, 000 >$250, 000 Tot al

Tot al

Revenues < $1

MI11lion 71 69% 6 6% 0 0% 77 75%
Tot al

Revenues > $1

MI1lion 18 17% 7 7% 1 1% 26 25%
Tot al 89 86% 13 13% 1 1% 103 100%

* Information about these loans is required to be collected by the institution.






As depicted in the table, 75% (77/103) of the small business (loans< $1 nillion)

| oans in the assessnent area were provided to businesses with gross annual revenues of
less than $1 nmillion. Furthernmore, 69% of the 103 snall business |oans were to
borrowers with revenues not exceeding $1 nillion and for an anpunt of $100, 000 or

| ess. As previously nentioned, no small farm | oans have been extended within the
institutions assessment area since the previous evaluation. This level of |ending
demonstrates the banks willingness to neet the credit needs of |ocal small

busi nesses.

The bank continues to offer Small Business Adninistration (SBA) |oans to qualifying
enterprises. Since the previous evaluation, five SBA | oans totaling $457, 000 have
been extended to | ocal businesses. |In addition, the bank offers flexible paynent
prograns for its business custoners. Because of the extreme seasonality of the area,
the majority of |ocal businesses derive nearly all operating income during the sumer
nonths. Atlantic Bank offers a paynment structure that allows such businesses to pay
only interest during the off season and meke principal paynents during the peak summer
nont hs.

G ven the product lines offered by the institution and its affiliates, the distri-
bution to borrowers of different incomes and to businesses of different sizes is
consi dered favorabl e and denonstrates the banks willingness to meet the credit needs

of all segnents of its comunity.

Communi ty Devel opnent Loans

To the extent the bank has originated any comunity devel opnent | oans, such financing
has been reported as small business | oans.

| NVESTMENT TEST

The bank has invested $20,000 in Maryl and State Housi ng Bonds, which are the primary
source of funding for the Maryl and Departnment of Housing and Comrunity Devel opnent.
The organi zation was established to provide affordable housing to | owincone fanilies
of Maryl and.

In addition, Atlantic Bank has donated funds to SNHS as part of a five-year pledge to
hel p defray adm nistrative costs of the organization. The bank has al so provided

ot her donations totaling $1,933 to various comunity service organi zations. The
institutions |level of qualified investnments is considered reasonabl e.

SERVI CE TEST

Accessibility of Delivery Systens

Delivery systenms are accessible to all portions of the assessnment area. Four of the
five branches are equi pped with Automated Tell er Machi nes (ATMs) which provide | ocal
residents with 24-hour nationw de network access. Tel ephone and mail banking services
are al so avail abl e and provi de custonmers with 24-hour accessibility.

10



Branch Locations and Hours of Operation

The branch | ocations and business hours are considered conveni ent and neet the needs
of the assessnment area. Hours of operation include Saturday |obby hours at one branch
and, on a seasonal basis, at two other branches. Also, the four offices equipped with
drive-through wi ndows provide Saturday drive-through hours. While no branches have
been cl osed since the previous evaluation, a branch closing policy has been adopted as
required by the Federal Deposit |nsurance Corporation |nprovenent Act of 1991. As
previously mentioned, one office has been opened since the previous evaluation. The
new office is open on Sundays until 6:00 p.m and Mnday through Friday until 8:00
p.m providing the [ ocal conmmunity with accessibl e banking services.

Communi ty Devel opnent Services

The institution is involved with a variety of comunity devel opment services.

Atl antic Bank participates in the Maryland Interest on Lawers Trust Accounts (1 OLTA)
program whi ch assists in funding | egal services for the poor and di sadvantaged. The
bank also offers free checking to senior citizens and col |l ege students.

The bank participates in the Wircester County Bankers G oup, an association of seven
area banks comitted to identifying unmet credit needs for |ow and noderate-incone
residents of Worcester County. The group has proposed a housing rehabilitation | oan
program which will assist borrowers of certain income criteria to obtain bel ow market -
rate loans for the purposes of hone inprovenent.

A vice president of the bank serves on the SNHS comrittee and conducts home buyer
training classes using bank prenmises as the classroomlocation. A member of bank
managenent serves on the board of Northern Wrcester County Habitat for Humanity. The
institutions provision of conmunity devel opment services is considered reasonable.
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